CHOICE PROGRAM GUIDELINES
Revised: February 13, 2008

Program Overview

CHOICE is the Agency’s comprehensive financing paog for the development of newly constructed
substantially rehabilitated homeownership housingNiew Jersey. The program features below-m
interest rate construction loans and constructidssisly funding for developers as well as favoradid loan
financing for eligible homebuyers. CHOICE aimgtomote both viable and affordable markets as reead
urban and suburban municipalities while also emablopportunities for workforce and middle-incon
homeownership.

Eligible Applicants

Eligible applicants are legally recognized for-frafevelopers and nonprofit developers with demmaist
housing development capacity. Joint ventureslinng legally recognized for-profit and nonprofihtéies
are also eligible applicants, but at least onéhefrhajor entities in the joint venture must dem@tethousing
development capacity. CHOICE Program Guidelirmgdieable to nonprofit developers may be applicdbl
joint ventures if the nonprofit entity is to receiat least 15% of the developer fee and provideganingful
contribution to the project or may attain greatevelopment capacity through the experience.

Milestone RequirementsFor-profit developers or nonprofit developershaprior projects awarded Agency
for-sale construction financing may apply for CH@&®8 financing provided these projects have met th
following milestone requirements:

- if the financing closed in or before 2004, prégemust be 100 % complete, with audits and recorded
documents received by and acceptable to Agency;

- if the financing closed in 2005, projects musiB8 complete, with at least 80% of the units urwbetract
of sale to purchasers with mortgage commitments;

- if the financing closed in 2006, projects mus6idés complete, with at least 60% of the units urwbertract
of sale to purchasers with mortgage commitments;

- if the financing closed in 2007, projects mustéanet conditions outlined per Agency Board appkova

Eligible Properties

Properties to be developed (including the convarsiocnonresidential properties) may include newly
constructed and/or substantially rehabilitated famaily dwellings that are developed as fee simpiiésy
condominium units or planned unit developments (BUD

Properties to be developed in Agency-designatecditarget Areas may also include newly constructed
and/or substantially rehabilitated two-family dviedjs (where one unit is owner-occupied and therathé is
rental).

Lead Lender
Involvement and
the Intercreditor
Agreement

For each CHOICE project, the Agency typically po®s 50% of the approved construction loan requioe
complete the project with the balance of the loaovided by the applicant’'s chosen private constonc
lender (herein after "Lead Lender"). Consequentklg, Agency shall execute an Intercreditor Agreemeétin

the Lead Lender and, in conjunction with these CEBIProgram Guidelines, shall have the Lead Ler
review the developer's CHOICE application uponstdmission to the Agency, assist in determining
developer’'s capacity, analyze real estate salespamhles for the proposed project units, preliniiya
underwrite the project and provide to the Agenclyeam Sheet serving as a conditional letter of agefor
construction lending prior to any Agency financic@mmitments. The Lead Lender shall then undervihige
total construction loan including ordering an ajgah (which confirms viable sales prices), apprdval

project plans and specifications, provide the dmwelent budget, sales prices and funding so
documentation to the Agency for approval prior lmsing, make progress inspections, approve drawess,
handle construction period servicing and disbuhge GHOICE construction loan and subsidy funds (e
for the required subsidy retainage, which will igbdrsed by the Agency directly to the Sponsor).
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Types of Financing
Available

CHOICE Construction Loan:
The maximum construction loan shall be based up% ®f the appraised value of the completed proj
While the Agency and the Lead Lender typically citmtte an equal percentage of the final constraciban
amount approved for the project, the constructmamlis administered as one loan and the Agencytlas
Lead Lender's participation are secured by sepamatepassu first mortgages and notes of equahdikeh
status. At time of closing, the Agency will sefi@ating interest rate on its portion of the lo&attis 2 points
below the interest rate offered by the Lead Leruteits portion of the loan (with the Agency haviadoor of
1 point under the prime rate). The total constorctioan amount will be provided at the blend
Agency/Lender interest rate. Unless authorizedth®y Agency, the construction loan term shall be
terminus and not exceed 36 months from the datnatction loan agreement is executed by the e
and Lead Lender.

ect.

=N




CHOICE PROGRAM GUIDELINES
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Types of Financing

Available
(continued)

CHOICE Subsidy Funding:

As explained further in these guidelines for eligiproject types, the Agency provides CHOICE sup$iohds
for the development of Low-income, Moderate-incoié&ldle-income and Emerging Market units. Each
project’s subsidy amount shall be provided as arsgttien secured by a mortgage, with the mortgasye |
partially discharged as each completed unit is.sofdahy intervening liens or encumbrances mustige p
approved by the Agency in the form of Agency Boapgproval. CHOICE subsidy may only be provided i
conjunction with a CHOICE Construction Loan.

End Loans for Homebuyers:

For all projects, the Agency makes favorable eaah liinancing available to eligible buyers of CHOICE
financed units. The Agency’s maximum 100% FinagdPnogram amount per project will be 50% of alltsin
or 25 units, whichever is greater. This prograesinot require a down payment or private mortgage
insurance and may finance certain closing costerdsvers are required to have sufficient liquideas¢o pay
escrows at time of application (approximately $800he interest rate for each of these 100% Fimanci
Program loans will be based on the interest radélahle at the time of homebuyer application. Rgency
may originate the 100% Financing Program loan®farthomebuyers to specific lenders approved by the
Agency. Other types of Agency end loan mortgagesavailable to CHOICE homebuyers.

No CHOICE financing may be used to develop or suppase-purchase units.

Developer Equity

All developers must contribute a minimum of 10% iggto the project, and equity shall be the firsimey
spent on or (in the case of nonprofit developears,tselow) credited to the project before any releds
construction loan proceeds and, if applicable, isiyifsinding. The total development cost for epobject or
each specified phase of a project, less the degefep, shall be used to determine the minimumtgqui
requirement.

Acceptable equity sources include:
B Approved pre-development costs shown in the dewedop budget which are documented as alreg

paid for by the applicant and that will not be rbimsed from any CHOICE financing/funding.
Eligible pre-development costs for purposes ofdaling the equity include: site acquisition (Lead
Lender/Agency-approved as-is value of propertyjyey, environmental studies, architect, Lead
Lender-required appraisal, legal and engineerirg.féOther equity-qualifying costs will be
considered on a project basis. All third partysfesust be reasonable for the scope and cost of th
project.

B Other approved non-CHOICE sources of funding #natallowed to be used as equity, do not req
developer repayment from the project budget, andirned as available by the Lead Lender and
used to pay towards specific line items in the tgyment budget.

B Cash to pay towards specific line items in the tigument budget. Cash must be confirmed as
available by the Lead Lender.

B For nonprofit developers only: the approved depetdee may be considered a source of require
equity, with any balance needed to come from sytfsidding.
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Eligible Project Size

Projects shall contain at least ten (10) homeovhiensnits. This minimum unit requirement may bewed
if a Lead Lender agrees to underwrite the projectiie fees permitted under the CHOICE Program.

If the developer is inexperienced or has not workadh job of similar size and complexity, projetiaping
may be required. Lead Lenders may determine phasirameters, if any.

Eligible Project Types
and Subsidy Loan
Amounts

Market/Unsubsidized Projects

These projects feature primarily market rate uthitggé may be developed in any New Jersey housingehar
that is viable (i.e. units can be developed and sathout needing a subsidy). These projectd siodl
receive CHOICE Subsidy Funding.

Market/Unsubsidized Projects are eligible for:
B a CHOICE Construction Loan
B a set-aside of the Agency’s 100% Financing Ruogend loans for Low-income homebuyers defin
below. The Agency’s maximum 100% Financing Paogiamount per project shall be 50% of all
units or 25 units, whichever is greater.
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Revised: February 13, 2008

Eligible Project Types
And Subsidy Loan

Amounts
(continued)

Market/Unsubsidized Project requirements are dsvist

B A minimum of 5% of all units shall be priced floow-income homebuyers at 45% of the regional
median income established by the NJ Council onrétible Housing (called the range of
affordability, or “ROA”) and sold to homebuyers tihousehold incomes not exceeding 50% RO
In conjunction with affordability controls describelsewhere in these guidelines, these units sha
remain income-restricted to 50% ROA for 30 years.

B All other units may be sold at market priceBuyers may have unlimited household incomes, and
there shall be no affordability controls on thaiits.

=¥

B Rental units in any two-family homes may be ésby the homebuyer to households of any income.

There are no CHOICE-required affordability controfsthese rental units.

Middle-Income Projects:
These projects feature the development of middiesime homeownership units in Agency-identified méske
that are viable (i.e. units can be developed afdiwithout needing a subsidy) but are also notably
unaffordable to most of the area’s middle-inconsdents as a result of gentrification or fast-igsieal estate
prices.

Middle-Income Projects are eligible for:
B a CHOICE Construction Loan
B CHOICE Subsidy Funding to provide “gap” fundingeded per the Lead Lender/Agency-approved

development budget. The total subsidy amount sleatlomprised of no more than $75,000 for each

Middle-income homeownership unit as defined beldwate that the rental unit in each two-family

homeownership dwelling is ineligible for subsidihe total subsidy amount for any one project may

not exceed $4,000,000.
B a set-aside of the Agency’s 100% Financing Rnogend loans for Middle-income buyers and othe

=

eligible homebuyers. The maximum 100% FinancinggPrm amount per project shall be 50% of|all

units or 25 units, whichever is greater.

Middle-Income Project requirements are as follows:
B Projects must be developed in eligible Agencsigieated locations.
B A minimum of 10% of all homeownership units retproject must be made available to Middle-
income buyers as such:
-- a minimum of 5% of all the unitsthe project shall be priced at 80% ROA and sold t
homebuyers with household incomes not exceedingolRQA
-- a minimum of 5% of all units inetiproject must be priced at 100% ROA and sold to
homebuyers with household incomes not exceedingolRQA
-- in conjunction with affordaltylicontrols per these guidelines, these units stethain
income-restricted to 100% ROA 420% ROA, respectively, for 30 years.
B A minimum of 60% of all the homeownership urfithich includes the Middle-income units) must

be sold at prices that do not exceed the applicablimum sales price limits of the 100% Financing

Program.
B Buyers of any market-priced units are allowetdwe unlimited household incomes, and there shal
be no affordability controls on these units.

B Rental units in any two-family homes may be ésbly the homebuyer to households of any income.

There are no CHOICE-required affordability controfsthese rental units.

Emerging Market Projects:

These projects feature the development of homeahiipeunits in Agency-identified markets that aré no
currently considered viable because the costsitd allithe units are higher than the total prié@swhich all
the units can be sold.

Emerging Market Projects are eligible for:
B a CHOICE Construction Loan
B CHOICE Subsidy Funding to provide “gap” fundimgeded per the Lead Lender/Agency-approved

development budget. The total subsidy amount sleatiomprised of no more than $100,000 per Unit

for all the units in projects located in an EconoiRecovery Act municipality (currently, Camden).
In other municipalities, the subsidy amount mayexateed $100,000 per unit for all Low-income
and Moderate-income units as defined below andd®16per unit for all the remaining units in the
project. Note that the rental unit in each -family homeownership dwelling is ineligible f
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Eligible Project Types
And Subsidy Loan

Amounts
(continued)

Emerging Market Project requirements are as follows

Total Affordable Projects:

subsidy. The total subsidy amount for any oneqmtojnay not exceed $4,000,000.

a set-aside of the Agency’s 100% Financing Romgend loans for income-eligible homebuyers. The

maximum 100% Financing Program amount per projeali e 50% of all units or 25 units,
whichever is greater.

Projects must be developed in eligible munidijgal or in legally designated redevelopment ameas
remaining municipalities of the state.
Projects must document that the costs to dewaldpe units are higher than the prices at witese
units can be sold. Documentation, at a minimurall slonsist of Lead Lender/Agency-approved
appraisals/market analyses and real estate salgsatables and Lead Lender/Agency-approved
development budgets.
A minimum of 15% of all units in the project nilee priced for Low-income and Moderate-income
buyers as so:
-- a minimum of 5% of all thaits in the project (but not more than one-halélbthe units in
the project) shall be priced at 45% ROA and solddw-income homebuyers with household
incomes not exceeding 50% ROA
-- a minimum of 5% of all uninh the project must be priced at 55% ROA and soModerate-
income homebuyers with household incomes not exegé&d% ROA
-- a minimum of 5% of all umin the project must be priced anywhere from 589ARo 72%
ROA and sold to Moderate-income homebuyers withsbbaold incomes not exceeding 80%
ROA
-- In conjunction with affordéty controls described elsewhere, these unitdl semain
income-restricted to 50% R®A% ROA and 80% ROA, respectively, for 30 years.
All other units (“EMUSs") may be approved at merlprices by the Agency’s Board and may not

exceed the applicable maximum sales price limithefL00% Financing Program. The Agency may

approve subsequent increases in the EMU salessm@roved by the Board as long as these new

prices still do not exceed the maximum sales gimoigs of the 100% Financing Program AND as

long as the retainage of the CHOICE Subsidy Funtiinghe EMUs is increased in an amount eqyal

to that of the increased portion of the sales gaceach applicable unit. Buyers of these umiésy
have unlimited household incomes, and there sleatidaffordability controls on these units.

Due to the subsidies involved, the sale of ézidiy shall be subject to a Shared Appreciation Dee
Restriction for 15 years. Under this restrictiahthe time of the buyer’s sale or cash-out refeanf
the unit, and in an amount that shall never extleatof the subsidy attributed to the unit plus 3%

simple interest annually, the buyer shall pay tigercy 100% of the net appreciation should the uni

be sold/refinanced during the first 2 years; 75%usththe unit be sold/refinanced in thé year;
50% should the unit be sold/refinanced in theydar; or 25% each year thereafter from theg@ar
through the 18 year. This Shared Appreciation Deed Restricsioall be terminated upon the first
sale or first cash-out refinance in accordance thighrequirements above. This lien shall not be
subordinated unless there is an appraisal disgdhit there is adequate equity in the unit toyepal
the Shared Appreciation Deed Restriction lien.

Rental units in any two-family homes may besézhby the homebuyer to households of any inco
There are no CHOICE-required affordability controfsthese rental units.

These projects feature the development of all Logaime and Moderate-income homeownership unitsyn an
markets.

Total Affordable Projects are eligible for:

a CHOICE Construction Loan

CHOICE Subsidy Funding to provide “gap” fundingeded per the Lead Lender/Agency-approve
development budget. The total subsidy amount sleatlomprised of no more than $100,000 per |
for all projects in any municipality. Note thaetrental unit in each two-family homeownership
dwelling is ineligible for subsidy. The total sudysamount for any one project may not exceed
$4,000,000.

a set-aside of the Agency’s 100% Financing Rnogend loans for income-eligible homebuyers. T
maximum 100% Financing Program amount per projeali e 50% of all units or 25 units,
whichever is greater.
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CHOICE PROGRAM GUIDELINES
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Eligible Project Types
And Subsidy Loan

Amounts
(continued)

Total Affordable Project requirements as are foow

m All the homeownership units must be priced fomkincome and Moderate-income buyers as so: a

minimum of 10% of all the units in the project (gt more than one-half of all the units in the
project) shall be priced at 45% ROA and sold to tineome homebuyers with household incomeg
not exceeding 50% ROA; another minimum of 10% b#alts in the project must be priced at 559
ROA and sold to Moderate-income homebuyers withskbold incomes not exceeding 60% ROA;
and any remaining units in the project may be pritem 56% ROA to 72% ROA and sold to
Moderate-income homebuyers with household incomégxceeding 80% ROA,; in conjunction wi
affordability controls described elsewhere in thgsilelines, these units shall remain income-
restricted to 50% ROA, 60% ROA and 80% ROA, resgel, for 30 years.

B Rental units in any two-family homes may be ésbly the homebuyer to households of any income.

There are no CHOICE-required affordability controfsthese rental units.

B The project must not be part of an inclusiordeyelopment as defined by COAH unless the Total
Affordable Project units are in excess of the nundfeunits required for inclusionary purposes ang
the CHOICE Subsidy Funding is only used for thesassociated with these excess units.

NOTE: Any applicants with projects being developedo provide municipalities with NJ Council on
Affordable Housing (“COAH") credit must also ensure that the projects will meet Uniform Housing
Affordability Controls (“UHAC”) requirements. App licants must notify the Agency of such projects
and are encouraged to contact the Agency’s Housimffordability Service (“HAS”) to obtain
information regarding UHAC prior to obtaining any A gency financing/funding commitments. Note that
neither the Agency nor HAS can provide a guarantyhat any units are eligible for COAH credit, and if
COAH credits are a concern applicants should constuith counsel or COAH.

Affordability Controls

Low- and Moderate-income units shall be subje¢héoUniform Housing Affordability Controls N.J.A.C
5:80-26.1 et seq. These same controls and proegghall be applied to all Middle-income units.

Consequently, any applicable CHOICE loan agreersiagii incorporate Agency-approved contractual

guarantees and procedures to ensure that anyfurousing provided for Low- and Moderate- and Mid|
income households shall continue to be occupiedavy and Moderate- and Middle-income households fq
at least 30 years.

The Agency’s HAS shall serve as the administeriggna for affordability controls.

NOTE: Applicants need to inform the Agency priorany commitment of financing whether the project’s
other non-CHOICE gap funding sources require ugdtddrestrictions that are in conflict with the Agg's.

(=}

Municipal Resolution

Applicants must provide evidence acceptable todifpency documenting municipal support for the prbjec
and the CHOICE application.

Site Control

Site control by the applicant or borrower must beuinented for project properties at the time ofliappon.

The only exception shall be for nonprofit developagjects involving the substantial rehabilitatioin
scattered site properties. In these cases, giteatanust be documented for a minimum of ten proes at
the time of application and these properties shakt all CHOICE Program Guidelines as a projeqt.tdJ
five (5) properties lacking documented site conitnaly be considered for a reservation of additi@taOICE
Subsidy Funding that shall be applied to a subsgquew project or projects. The Agency’s reseorabf
subsidy shall be conditioned upon the developéstaining site control for the additional propertigishin 12
months of the reservation.

Site control must be evidenced by:

fee simple title; option to purchase, includingd®rnce that options are renewable subject to sit@tans until
the start of construction; executed land salesraotbr other enforceable agreement for acquisiticine
property; or an executed disposition and developgrmagreement with a public agency with powers ofremt
domain. Where the property is being transferredugh a redevelopment agreement, a fully executpy ab
the supporting resolution or ordinance to conveygioperty (or properties) to the applicant is reggl If the
property (or properties) is to be transferred leyrttunicipality to the applicant, a certified trugpyg of the
authorizing ordinance/resolution for the transfethe property must be submitted.

=

5



CHOICE PROGRAM GUIDELINES
Revised: February 13, 2008

Pre-closing
Construction

Project construction is prohibited from commengmigr to the closing of CHOICE financing/funding\ny
developer needing a waiver to this requirement maecgtive authorization in writing from both the dea
Lender and the Agency.

Eligible Uses of the
CHOICE Construction
Loan and Subsidy
Funding

Eligible uses of the CHOICE Construction Loan ang @HOICE Subsidy Funding, which shall be release
on a pari passu basis with the construction loacgeds, include any development budget items apdrby
the Lead Lender/Agency.

Ineligible uses of the CHOICE Construction Loan &tdOICE Subsidy Funding include, but are not limhit
to, the following:

Payment of developer’administrative costs/ovathe

Payment of project consultant fee (this is geath the developer fee at project completion)
Payment of interest/fees not in the approveckb@ment budget

the Lead Lender

Payment for costs incurred by the borrower fatarials stored on or off site
Payments for buyer counseling services, commudivelopment activities and employme
training and tools

Ineligible uses of CHOICE Subsidy Funding alsoudd, but are not limited to, the following:
B Draws on subsidy funding prior to constructioariclosing
B Any costs that are not paid pari passu with gootibn loan proceeds

CHOICE Subsidy
Funding Retainage

The Agency shall make no more than 90% of the CHEISubsidy Funding available for Lead

Lender/Agency-approved development costs.

The remaining 10% of the subsidy shall serve asogegt retainage to be made available by the Age
directly to the borrower after the Agency receiges approves all required recorded documents folicgble

o

Pre-construction deposits on modular units ormnather construction materials, unless approved by

ncy

Low-, Moderate- and Middle-income and Emerging Mdrlunits, certificates of occupancy, closing

statements, Energy Star certificates as applicalolé,the final cost certification. The Agency nrayise the
amount of the project retainage to be releasedhd@obbrrower if there are any warranted issues ifikeht
during review of the cost certification.

Retainage of the CHOICE Subsidy Funding for Emagditarket Project units shall be increased by the
Agency during the construction period if the maskgted units are sold for higher prices than wagproved
by the Lead Lender/Agency at the time of constaictoan closing. The increase in retainage shea#dual
to the amount of the increased portion of the salie® for each applicable unit.

Disbursement of
CHOICE
Financing/Funding

The Agency portion of the CHOICE Construction Laard the CHOICE Subsidy Funding will remain w
the Agency until requisitioned by the Lead Lender @lisbursement in accordance with the requisi
procedure outlined in the Intercreditor AgreemeAtogress payments to contractors will be madevék in
place which is inspected and approved by the Leaddér or its designee and the Agency’s Techn
Inspector. The Lead Lender will carefully monitbat the general contractor, all sub-contractorsaarydother
relevant entity are receiving any funds owed tartHeom prior draws. All draws must be covered unale
updated title rundown, showing no liens or encumbesa. Draw requests will be submitted on an AIX@3-
form or substantially similar format that providise item detail. Construction funds will be basad a
percentage of completion for a particular line item

For construction draws, a construction loan re@génaot to exceed 10%, shall be held against e, dThe

ion

cal.

Lead Lender may reduce the retainage during cartgiru below 10% for the subject phase either oh a

percentage of completion basis or by trade orgéinizawhen that trade is 100% complete. Remain
retainage will be released upon phase completidntiaa issuance of certificates of occupancy, extieggitthe
Lead Lender may retain funds to assure completigguoch list items. Condominium projects will treated
as commercial construction, and the 10% retainagetifese projects is required until the completadn
construction.

Construction Change
Orders

All change orders must be consistent with the stedgland procedures established by the Lead Lendée
Lead Lender and the Agency have the authority toydehange orders and to reserve sufficient fund
complete construction of the project.

6

ing

5 to



CHOICE PROGRAM GUIDELINES
Revised: February 13, 2008

Market Information/
Estate Sales
Comparables

A formal market study is encouraged but not requas part of the application. In all cases, theettper
must provide Agency-required information regarding market and proposed sales prices as well as sal
comparables for each unit type proposed. Thigin&iion must be approved by the Agency and the Lead
Lender along with the rest of the project applimatior project feasibility/marketability prior thé Agency’s
commitment of CHOICE financing/funding.

Project Valuation and
Market Analysis

As an Agency condition of CHOICE financing/fundiray independent market valuation appraisal, which

conforms to the Uniform Standards of Professiongpraisal Practice (USPAP), meets Lead Lender stdrd
and addresses comparable unit sales prices anthtibaaates, shall be ordered/provided by the Lisaider

to determine project valuation and marketabilitytha project units.

If the analysis is more than 9 months old fromglaned construction closing date, the Agency neayest
an update of this supply and demand analysis fgygaes of confirming viable unit sales prices.

Real Estate As-Is
Valuation

An Agency commitment of CHOICE financing/fundingaditbe conditioned upon approval of an as-is
valuation of the project property ordered/providgdhe Lead Lender and the Agency as part of the
project appraisal or as a separate report. Fgegrproperty owned for 5 years or less, the Agenitly
recognize the lesser of the appraised value opuhehase price of the realty and any buildings and
improvements thereon involving the most recent sferigth transaction as provided by a “Delineatibn
Title” history (completed by the appraiser) ideyitify each party associated with the conveyance. Fo
project property owned for more than 5 years, ppraised value alone may be recognized.

Site Plan Approvals

The final site plan and final municipal or plannibgard resolution must be submitted together witlother
approvals. If final site plan approval has not rbaganted, preliminary approval is required withe
anticipated final approval date. If site plan apg@l is not required, the developer’s attorney nprstiide a
letter stating that the project is not subject t® plan approval. It is the developer's respadlisibto

demonstrate that the project complies with all eygyblle local land use and zoning requirements.

Financing Fees

The Lead Lender is permitted to charge usual andorable costs. All fees will be borne by the bwar.
Fees shall not exceed those charged privately dorparable loans. Fees may include inspection daal
review fees, credit reports, appraisal, flood @etion, environmental tests, attorney fees, syramd other
reasonable third party costs. A usual and readenafplication fee may be charged in addition te
reimbursement of third party expenses.

The Lead Lender may charge no more than one poithe full CHOICE Construction Loan amount, payable

at commitment.

No fees or points may be charged to the borrowethi® CHOICE Subsidy Funding.

Developer Fee

The developer fee will be capped for all subsidifiesl Low-, Moderate- and Middle-income and Emeggy
Market) units. The fee/profits on true, unsubsidizunrestricted market rate units are unlimiteok fhe
subsidized units, the fees will be capped on aipétasis contingent upon the number of bedrooms:

MAXIMUM PER-SUBSIDIZED-UNIT DEVELOPER FEE SCHEDULE

UNIT SIZE HOME OWNERSHIP RENTAL
Studio $14,000 $ 0
1 Bedroom $16,000 $ 8,000
2 Bedrooms $18,000 $10,600
3 Bedrooms $20,000 $13,400
4 + Bedrooms $22,000 $15,200

The minimum developer fee will be the lesser of @%he total development cost (excluding the depetts
fee) or the appropriate per unit maximum fees @newl in the above schedule. Project consultees fare
to be paid out of the developer fee, which is geda schedule approved by the Lead Lender/Agency.
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Contractor Fee

The contractor's fee shall be based on a percenfabe construction cost as such:

MAXIMUM CONTRACTOR FEE SCHEDULE

TOTAL CONSTRUCTION COST MAXIMUM FEE
Under $2 million 10%
Under $3 million 9.5%
Under $4 million 9.0%
Under $5 million 8.5%
Under $6 million 8.2%
Under $7 million 7.9%
Under $8 million 7.6%
Under $9 million 7.3%
Under $10 million 7.0%
Over $10 million 6.7%

If the total construction amount falls between twacketed amounts, the maximum fee percentage tshafiterpolated. The maximu

fee percentage is absolute and not graduated olusive of aggregated maximum fee percentages flardamounts expended.

Contractor's fee (and architect's fee) for projeatsizing modular construction is expected to k#séd on actual scope of work to
performed, not on construction cost. Justificatémteptable to the Lead Lender and the Agency brugtven if these costs exceed f
customary for modular construction projects.
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Maximum
Developer/Contractor
Fee, for Related Parties

If the developer and the contractor are relatetiggarthe maximum combined developer and contreetes
shall not exceed the lesser of: the total amopstsnitted by the above limitations OR 20% of thealt
development budget (excluding the developer fe#).any part of the development entity is providi
additional services to the project, compensatioriffese costs must be paid from the developer fee.

Hard and Soft
Contingency Budgets

A construction contingency is required as parttaf tdevelopment budget for at least 5% of the totatl
construction costs for new construction units amdeast 10% of the total hard construction costs
rehabilitation units. A soft cost contingencyésjuired as part of the development budget foeast 2% of
the total soft costs (including professional feed aarrying costs).

Pre-Sales

Lead Lenders may require an acceptable level obales for each project or phase in accordance thviin
normal standards. It is the Lead Lender's respditgito establish a measurable level of pre-saled ensure
that the established pre-sale requirement is mietr po requesting Agency construction loan funds
CHOICE Subsidy funds. The Lead Lender analysis b@yased on a market study, absorption analys
other sales and neighborhood data acceptable tcetiét Lender.

The Lead Lender will be responsible to achieveuhi¢ mix planned for the development. Generalig thill
mean bring units to completion in relative propmmtio the affordable and market units mix. Affdstaunits
should be intermixed with market units.

or
is ol

Unit Sales Proceeds

Unless determined otherwise by the Lead Lender/Ageal unit sales proceeds shall be used for the
following purposes in this order: (1) to pay offyaunpaid portion of the CHOICE construction loé?), to
pay off any unpaid portion of other constructiomefiicing provided by non-CHOICE sources, as required
and (3) to cover any other non-developer fee aesfsired by the Lead Lender/Agency, (4) to pay the
developer fee. Any other conditions for the useadés proceeds should be set forth in the Leadérn
commitment and approved by the Agency.

Model Units

The construction of a limited number of model umith be a permitted use of the CHOICE Construction
Loan. The Lead Lender must determine that the etaadx of the project will be enhanced by the
construction of models and warrant that sufficeetturity is in place to protect the investmente Th
development of speculative units will not be petedtas part of this unless the developer can demnadeto
the Lead Lender's satisfaction the marketabilitthefunits.
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Minimum Square
Footage Requirements

Unit Minimums :
The minimum, useable, interior square footage reguénts per unit are as follows:

MINIMUM INTERIOR UNIT SPACE REQUIREMEN TS*

Unit Size Minimum Square Footage
Studio Unit 550
1-Bedroom Unit 700
2-Bedroom Unit 850
3-Bedroom Unit 1,150
4-Bedroom Unit 1,250

Basements, garages, crawl spaces, attics or atfiershed space may not be used to calculate themaim
interior unit square footage requirement.

Units to be substantially rehabilitated that carmeet the above-listed requirements may seek aapéra to
them with backup documentation. This might inclad@unicipal authority certifying that the munidipa
requires the use of the existing unit foundatiootfoint and/or shell; municipal set-back requiretsehat
prevent expansion; historic requirements preveniimiggexpansion; and/or a certification from anhétect or
engineer detailing that such expansion would atteetfinancial feasibility of the project.

Bedroom Minimums:
For each unit (including rental units), one of bes@rooms must be at least 150 sq feet of clear fipace,
not including closets. Each additional bedroonsining at least 100 square feet.

Minimum Unit
Standards

At a minimum, the following basic unit criteria dpp
B Electric heat is prohibited
B Heat pumps are acceptable if the Agency’s teethsiaff approves the system.
B Double-pane thermal glass windows are required

Environmental
Review

At time of CHOICE application, a Phase | environta¢éassessment using ASTM standards regarding the
project property is required, unless agreed toretise by the Lead Lender/Agency. The report mest b
provided by a firm acceptable to the Lead Lend&dditional assessments, such as a Phase Il site
investigation or NJ Department of EnvironmentaltBetion (DEP) environmental remediation measures,
may also be warranted. If remediation is necessheyremediation plan must be cost estimated taildend
included in the total development cost budget.

Rehabilitation projects must provide a plan foremtbs removal and remediation of lead-based patht a
radon as well as pest inspection reports. A letténo further action” from DEP may be required.

Applicant must certify that all necessary enviromta¢ approvals have been obtained and submit evéeh
each approval.

Structural
Integrity/Soils Test

Prior to closing on CHOICE financing/funding, prdig that include the substantial rehabilitation of
structures must supply an engineering report doatimgthe integrity of the structure. A geotedatisoils
load-bearing capacity test will be required formibjects involving new construction units, partaly where
there is evidence of previous structures on thgeptaite. The test shall cover both the propgwefect sites
as well as the areas where utility lines and inftasure for the project will be provided.

Energy STAR

The DOE/EPA’s Energy Star Program Guidelines ageired for new construction projects and are
encouraged for rehabilitation projects. In additithe Agency strongly supports projects that ipooate
"green"” building concepts. Green building involassessing features such as the building locatien,
construction materials used, and the internal dpegraystems installed to minimize environmentgbauts of
new construction and maximize the indoor air qyalitd quality of life for the building residentsor more
information on available resources, please conkecAgency’s Sustainable Community Design Admiaisir
in the Division of Policy & Planning.
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Site Utilities

The applicant must provide evidence that the siteonnected or will be connected to all requiratitias,
including but not limited to the sewer, electriasgand water as may be provided for in the pl&sdence of
authorization to connect at the planned capacitelte shall be provided. The Lead Lender shall ¢
consideration to the energy efficiency levels ofanaystems and discourage the use of any systatrwih
result in higher than average system energy costsidents.

ve

Unit Options

Developers will be permitted to offer options toybts that will increase Agency-approved sales prigk
units up to 10%, provided the sales prices as wuggratill meet the appropriate ranges of affordghjROA)
required for those units.

Modular Units

Payment for the delivery of modular units will edaccordance with the Lead Lender's standard disient
policy. If a disbursement of funds is made whenrtteelular unit is delivered, the Lead Lender's repngative
must be on site to approve the unit and confirnedispliance with the plans and specifications.

Deposits, or down payments, on modular units magtdid by the developer and will be reimbursed ftben
construction loan once the unit is permanentlychatd to the foundation and the Lead Lender's ingpets
completed.

It is expected that the contractor's and arch@dees will be adjusted to reflect the scope ofkwactually
done or to be related to the use of modular uniisstification acceptable to the Lead Lender ardAhency
must be given if these costs exceed fees custofmargodular construction projects.

Application Cure
Period

Applicants must comply with all CHOICE application requiegtts including the timely completion ar
submission of all required forms and documentation. &ppbins that are incomplete shall be given
days from the date of application to cure any defects in regigreg/documentation.

nd
90

Title Insurance

Title Insurance naming the Agency and the Lead kerab insured parties on all mortgaged propert
required from a reputable title insurance compatoeptable to the Lead Lender, insuring that the diethe
mortgage is a first mortgage lien; free and clelanlbencumbrances (except usual encumbrances a&si
utility easements). The Lead Lender will specifie tform of the title insurance at the time of Iq
commitment. The Agency requires title policy cage for the full amounts of the CHOICE Construct
Loan and the CHOICE Subsidy Funding. If the loanelvolving or being paid down during constructitheg
amount of coverage must be in at least the amofitheo highest anticipated outstanding principalnig
balance. CHOICE subsidy coverage must also beaat ie the amount of the highest anticipated onthiey
subsidy balance, recognizing any scheduled reductib the subsidy caused by the release of
corresponding mortgage upon sale of units to homeosv The title policy must permit amendment
increase coverage if the outstanding balances dxa®gections.

The Lead Lender must verify by title run-down ttted mortgage is in a first lien position, free atehr of all
liens and encumbrances, prior to each draw.

Insurance The Lead Lender and the Agency must be listed @$itst Loss Payee on all insurance policies whimver
the project site, equipment, materials and constmmcompletion.
Survey All projects must have an ALTA SCMA Urban Class &y completed. The Surveyor must sign the suf

with raised certification to the owner, Title Comyalead Lender and the Agency.

Project Completion
Guarantee

Lead Lenders will be required to ensure that eaofept has the appropriate safeguards to ensujegbro
completion. Lead Lenders, at their sole discretinay require recourse, performance bond, letteredit,
additional equity, or other forms of guaranty as/rha reasonable. Personal and/or corporate rezouay
be required, at the Lead Lender's sole discrefiom for-profit developers, limited equity corpadrats and
joint development teams. Non-profit developerd mit be subject to personal recoursk required, any
guarantees shall also apply to the benefit of thergy.

Project Cost
Certification

At project completion, the Lead Lender shall reguarfinal Project Cost Certification of the totalvdlopment
costs prepared by a Certified Public Accountara format acceptable to the Agency. A copy of swihbe
delivered to the Agency within three months of pheject's completion
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Project Cost

Certification
(continued)

Any expenditures in excess of those documentedoaraliproved will be considered ineligible. Fun
remaining with the lender and the Agency, as welhay sales proceeds in excess of the construlctéon
balance, will be used to offset ineligible expenses

Developer Capacity

Developers must have experience with both landldpweent and construction of similar size and corxipje
In addition to reviewing the developer’'s experierite Lead Lender and the Agency will analyze eéhére
development team and/or other entities that handeain project implementation, including but nhited to
the builder, general contractor, marketing firmurseling agency and consultant. Inexperienced|dpees
must document their ability to complete the proj@otl must use experienced contractors. The quatlifins
of all key participants will be examined. The Agegmwill review the ability of the developer to obtaredit
based upon previous experience/projects completed.

In determining capacity, the Agency will take intmnsideration past performance in Agency and
Department of Community Affairs (DCA) programs inding, but not limited to, Balanced Housing, Ager
Single & Multifamily programs, and state-funded HE&Mrograms. Failure to perform by any of the k
participants in past contracts with the Agencyhm DCA, including failure to pay fees to the Agemrythe
Agency’s Housing Affordability Services or failute repay loans from the Agency or the Departmeml S
be grounds for disqualifying an application.

Agency Rights and
Reservations

The Agency reserves the right, at its sole diseretio determine eligible amounts and use of theDGHE
Construction Loan, the CHOICE Subsidy Funding ang Agency end loan financing. In the event
applicant is awarded less than the requested fingtiagnding amounts, it may be necessary for thaieant
to modify the project plans and budget accordingly.addition, the Agency reserves the right tecejany
and all submissions.
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